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WORKING CLASS INCOME AND HOUSEHOLD EXPENDITURE 
JUNE, 1944. 


For the sixth time since the beginning of the war, the Institute of 
Statistics has carried through its annual inquiry into the expenditure 
of working class households, in June 1944. As in previous years, the 
families were asked to keep a detailed account of their daily expenditure 
for a fortnight, and, in addition, answer a questionnaire, to be filled in 
by Visitors, which was to provide a check on the housewife’s daily entries 
into her cash book and to ascertain regularly recurrent expenditure, 
such as rent, outlay on fuel and light, instalments, etc. — 

When the inquiry was about due to start, Southern England became 
the target of the flying bomb, and it seemed very doubtful indeed 
whether many working class families—either menaced by the destruc- 
tion of their homes or faced with the difficulties of accommodating 
evacuees—would be willing or able to keep an account for us. More- 
over, many of those prepared to undertake in their spare time the unpaid 
work of visiting the families and checking the accounts, were professional 
or voluntary social workers; who then had to work under extreme 
strain and pressure. Practically all of them, however, responded with 
greatest generosity to our tentative requests, and the number of house- 
hold accounts eventually returned was the largest. on record in this 
series. Altogether 231 families participated, though, unfortunately, 
the books of seven of them came too late to be included in our tabulation.* 
Greater London was represented by 31 families, all of them living in 


1 In 1943, 208 families kept accounts ; 132 of these were new families, i.e., families 
keeping an account for the first time in 1943. 
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parts that suffered severely from the bombing. One of our Visitors, 
who spent her nights in shelter canteens, was caught in the blast of a 
flying bomb; nevertheless she managed to send us the carefully checked 
accounts from six families. Wardens of Settlements, who supervised 
the collection in other districts, reported that in some streets the families 
were all at “ sixes and sevens.’ One housewife, a faithful collaborator 
in our work for several years, completed her account although her house 
was damaged during the second week. Most amazing of all, none of the 
letters coming from these parts contained any complaint. We only 
received apologies that more books were not forthcoming, and that 
some of them were returned rather belatedly. These business-like 
letters, written often under very difficult conditions, were most moving 
and encouraging documents. People were indeed ‘ carrying on as usual.’ 
It seems utterly inadequate to express here our thanks to all of them; 
for one thing, one cannot thank people in words for what they are. Yet 
it is our only means of showing our appreciation. 


(1) ScopE AND PuRPOSE OF INQUIRY. 

In view of these remarkable efforts which made it possible for us to 
continue our survey, it may not be out of place to restate briefly th 
scope and the purpose of our work. The sample is small, but for all 
practical purposes it can be considered homogeneous. And although 
it would be desirable to slightly expand it further to, say, 300 to 350 
accounts, it could not be increased much more and still be analysed in 
such a way that while considering the data of the whole sample, the 
complete expenditure pattern of the individual family is never lost sight 
of. Thus any extreme variation can at once be traced back to its 
source and its cause discovered—which not infrequently revealed itself 
as a mistake in the housewife’s bookkeeping, such as entering a fort- 
nightly recurrent expenditure as a weekly one, or vice versa. 

This carefully checked sample can thus claim to give within its 
limits an idea of the household expenditure of working class families 
under war-time conditions. The pattern is by no means complete, 
since it omits in most instances the earners’ personal expenditure, in- 
cluding their expenditure on clothing. However, now over 50 per cent 
of the families also state their total income, and we can therefore at 
least broadly ascertain the proportion of income absorbed by—or allotted 
to—the needs of the household. Hence the cost of living of working- 
class families is illuminated in its practical aspect with regard to 
income, habits, and preferences. 


(2) STRUCTURE OF THE SAMPLE. 


The inquiry in 1944 was made on the same lines as in previous years. 
All the families that had already kept accounts for us were asked to do 
so again, and the Visitors were advised to include new families only if 
they had a main earner at home. A housewife whose husband was 
away or dead was deemed to be a main earner if her weekly wages 
amounted to at least about three pounds. 

The 226 families whose accounts were analysed divide themselves 
naturally into three groups. The first two of these groups embrace 
the 117 families that also kept an account in 1943, the one comprising 
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84 unchanged families whose structure in 1944 was identical with 
that in 1943, and the other formed by the remaining 33 changed families. 
The third group contains the 109 new families. These 226 families 
represent a total of 1,064 persons, so that oh the average each family 
consists of 4.7 members. In some cases, billetees or evacuees whose 
weekly contribution to the housekeeping money only covers the net cost 
of what they receive, are counted as members. No family is included 
that made a business of taking lodgers. 

The geographical distribution of the families is set out in Table I, 
which also shows the average size and structure of these families and 
their expenditure on some characteristic items, viz. food, rent, and 
fuel and light. Leaving aside the two ‘ one family ’ towns, Bristol and 
Dundee, we find expenditure on food per ‘man’ per week ranging from 
11 shillings 8 pence (Reading) to 15 shillings 5} pence (Southamp- 
ton). The budgets from Southampton also give the highest average 
for rent—18 shillings 64pence per family per week—while the lowest 
average outlay on this item was 9 shillings 54 pence (Edinburgh). 
Similar to expenditure on rent, expenditure on fuel and light also varied 
rather widely, Southampton again having the highest outlay per family 
per week. The low average figure for Newcastle reflects the fact that 
our sample from this town includes several miners’ families that obtain 
coal either free or at reduced cost. The ‘man’ values referred to in 
Table I, and throughout this paper, are calculated as follows: a male 
person over 14 years old is given the value 1.00; a female person of 
this age group has the value 0.85; children range from 0.33 to 0.70, 
with an average value of 0.55. A more detailed schedule of these 
“man’ values will be found in the second part of this paper, which 
will be concerned solely with the expenditure on and consumption of 
food. 

The average structure of the families is shown in Table II. The 
“man ’ value of the unchanged families has slightly risen, since some of 
the children have advanced to a higher age group. On the other hand, 
the shift in the structure of the changed families somewhat reduced their 
average ‘man’ value, although it has left average numbers per family 
unaltered. The changed families are, on the average, the largest ones, 
and the new families the smallest. 


(3) DisTRIBUTION OF HOUSEHOLD EXPENDITURE. _ 

The relatively smallest families—the new families in 1944—have, as 
one would expect, the highest average household expenditure per ‘man,’ 
as will be seen from the data in Table III. Since, however, part of this 
higher outlay appears in the ‘ miscellaneous ’ group, it may not be very 
significant ; for this group contains such items as drink, tobacco, amuse- 
ments, etc., the outlay on which is frequently not included in household 
expenditure, and, indeed, not known to the housewife. The expenditure 
on the several items in Table III is calculated per ‘ man’; the indices 
for 1944, on the expenditure basis of 1943, if calculated for outlay per 
person, would be higher for the unchanged families and lower for the 
changed families, inversely proportionate to their respective changes in 
“man ’ value per person. 

1 BuLteTIN, Vol. 7, No. 3. 
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TaBLe I. 
Geographical Distribution of Families. 


Number of Families No. of ‘Man’ Expenditure on 
Per- Value Food Rent* Fuel & 
sons Light 
Un- Chang- New Total per per p.‘Man’ p. Family p. 
changed ed Family Person p. Week Week 
Birmingham 6 1 5 12 48 0.77 14/114 11/64 8/4 
Bristol ul — — 1 4.0 0.86 8/72 10/- 8/82 
Edinburgh — ~~ 8 8 4.8. 0.76 14/9 9/54 6/9} 
Glasgow 2 3 id 16 49 0.75 14/- 11/104 7/104 
Leeds 13 3 1 17) ALT O77, AZIATZ V2 E S24 
Lincoln 2 2 3 TO 3 025 a 13/4 oO Ae eS Oe 
Liverpool 13 4 14 31 5.2. 0:80  13/lE 14/24" 1 9/7% 
London 9 5 10 24 4.3 O177 14/82 15/7% 8/104 
Manchester 2 1 19 22> One O74 B4OF Si i2 7/10 
Newcastle 5 1 6 125 #39 (0.75% P13/3EwIlsoe Sire 
Oxford 4 3 5 12 48 O77 3/3 12/44 8/3% 
Reading 3 3 — 6 5.8 0.79 11/8 10/8 6/8 
St. Helens 5 1 12 AS LCA SIS0.777) 12/1 2/5 Fae SOE 
Sheffield 7 2 1 105 54:8 O76 4/4 eel is 6/42 
Southampton 9 1 7 17.- 4.2 0.79 15/54 18/6 10/13 
Swindon 2 3 7 12 3.7 £40.84 13/9 18/52 6/102 
Tital 84 33°) “109° 9226" 4:78 20377, 143/10F913/2F Ne 8i2 


*Excluding the following 22 families living rent free or buying their houses: Leeds 
3; Liverpool 1; Manchester 1 ; Newcastle 4; Reading1; St. Helens4; Southamp- 
ton 4; Swindon 4. 


Taste IT. 
Average Structure of Families. 
Unchanged Changed New All 
Families ‘Families Families Families 
(84) (33) (109) (226) 
1943 1944 1943 1944 1944 1944 
Males, 18 and over 0.89 0.92 1.24 Lt2 1.00 0.99 
Females, 18 and over 1.18 Vag 1.46 1.58 1.15 1.26 
Males, 15—17 0.19 0.26 0.18 0.15 0.22 0.22 
Females, 15—17 0.23 0.18 0.24 0.21 0.16 0.18 
Children, 6—14 1.46 1.45 1.55 1252 1.34 1.41 


Children, under 6 80 0.67 0.45 0.54 0.68 0.65 


0 
No. of Persons per Family 4.75 4.75 3.12 5.12 4.554 sun sl 
“ Man’ Value per Person 0.75 0.77 0.80 0.78 0.77 0.77 


TABLE III. 


Household Expenditure of Three Groups of Families. 
Per ‘Man’ per Week. 
Unch. Fam. Chang. Fam. New Fam. Index of Expenditure 


1944 1944 1944 (1943 =100) 

Unch. Fam. Chang. Fam. 

EE 
Food 13/64 13/14 14/4 103 104 
Housing 3/42 3/24 - 3/94 97 104 
Clothing 2/84 2/24 2/32 142 130 
Fuel & Light 2/24 2/1 2/44 107 113 
Miscellaneous 6/34 6/74 7/4 114 120 

SS a nena tenes RT 
Total 28/14 27/24 30/14 108 110 


TABLE IV. 
Weekly Family Expenditure. 


1943 1944 1943 1944 
108 Families 226 Families Ministry of Labour Cost of 
Living Index Weighting * 
incl. excl. incl. excl. incl. excl. incl. excl. 
Miscellaneous Miscellaneous Miscellaneous Miscellaneous 
% % % % % % % % 
Sai ee ee ee SS Senet Sa? & 
/1) Food 50 63.8 48 62.7 50.5 53.5 50.4 DS. 
(2) Housing 13 16.8 12 16.1 1bSyal | 13.9 13.1+ 13.9+ 
(3) Clothing 8 9.6 8 11.0 20.9 222, 20.6 21.9 
(4) Fuel and 
Light 8 9.8 8 10.2 9.8 10.4 10.1 10.7 
Total (1)-(4) 79 100.0 76 100.0 94.3 100.0 94:2 100.0 
(5) Mis- 
cellaneous 21 — 24 — 5.7 — *5.8 — 
Total (1)-(5) 100 100 100.0 100.0 
Weekly Outlay per: s. d. Saud. 
Family 94 171} 105 O% 
‘Man’ 26 9 28 102 


*Corrected for the rise in prices from July 1, 1914 to July 1, 1943 and June/July, 
1944. : 


{Rent only (incl. rates). 
{In 1943, the family consisted of 4.7 persons with an average ‘man’ value of 0.76. 


The relative household expenditure of the 208 families that kept 
accounts in 1943 and the 226 families that did so in 1944, is given in 
Table IV, together with the figures of absolute outlay per family and 
per ‘man,’ As in previous surveys, we again compare the relative 
expenditure as ascertained by us, with the Ministry of Labour cost of 
living index weighting, adjusted for the average changes in prices of 
the several groups, for the corresponding periods. There is little 
agreement between our weights and those used by the Ministry of 
Labour; if the ‘ miscellaneous’ group is omitted then there is some 
approximation only as regards the group ‘ fuel and light,’ while the 
figures for food and housing? are in closer agreement if the ‘ miscellan- 
eous’ group is included. This latter group, however, is very much 
underweighted in the Ministry of Labour index, as stands out most 
clearly when we consider not household expenditure alone but total 
income. 

(4) HousEHOLD EXPENDITURE AND INCOME. 

Of the 226 families, 114 stated their total income.? In general, the 
larger the number of earners in a family the more difficult it becomes to 
obtain a full statement of the family income. Yet it will be found that 
the figures in Table VI, dealing with the structure of the families that 
stated their full income, do not exhibit any fundamental differences as. 


1 Outlay on housing, with reference to the families that kept budgets for us, is 
always based on the data for the whole group, including those families that were 
buying their houses, or only paying rates or, even, paying nothing at all for their 


house room. ; 
"Mainly earnings, but also including army allowances and—in very few cases— 


small pensions. 
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compared with the figures in Table II, which comprise all the families. 
Here again, the changed. families show the highest number of persons 
per family, and the new ones the lowest. It should, however, be ob- 
served that in Tables V and VI. new families include also those changed 
and unchanged families that in 1943, did not reveal their income but 
only their household expenditure. Since, therefore, there were for 
these families no comparable data relating to income for 1943, they had, 
for the purpose of Tables V and VI, to be treated as though they were 
new families. Considering the smallness of the sub-samples, the data of 
household expenditure in Table V compare reasonably well with those 
in Table III]. The data of relative outlay in Table V differ somewhat 
from the relative household expehditure of the 226 families as given in 
Table IV, largely owing to the fact that the families stating their income 
had a relatively higher outlay per ‘man’ on housing, and also on 
‘miscellaneous’ items. This latter, however, may only be apparent 
since in those cases where the housewife knows the full earnings of each 
member of the famil she is also likely to be acquainted in more detail 
with recurrent personal expenditure of the earners, and if she manages 
the whole family income, may have included such items in her account 
of household expenditure. That this is so is suggested by the per- 
centage figures in the two columns headed ‘ Families Buying ’ in Table 
VIII. 

The income given in Table V per ‘ man’ and per family is net income; 
it excludes taxes, compulsory insurances, and contributions to trade 
unions. The rather remarkable rise in the income of the 8 changed 
families, in spite of the decline of the number of adult male earners per 
family, is due to a rise in the earnings of most of the—mainly unskilled— 
earners of these families, since 1943. ‘Savings’ in Table V represent 
the average savings out of housekeeping money. There may, of course, 
be some additional savings included in the unspecified residue. 


(5) OuTLAY ON Non-Foop ITEMs. 
{a) Rent. 

The outlay on rent! per family of those families that were actually 
paying rent and not either purchasing their house or living rent free, 
was 13 shillings per week in 1943 and 13 shillings 23 pence in 1944. 
These averages were abtained from 196 families in 1943 and 204 families 
in 1944. Table I shows this rent figure for 1944 for all the families and 
also the corresponding figures for the several towns. These latter 
figures may not be very significant as regards the relative rent charges 
in these towns, since they largely depend on whether the sample was 
obtained from people living in old-fashioned or more modern quarters. 
The cost of rent as given in Table I does, however, help us to form some 
idea of the general composition of our sample. In all the Tables where 
the term ‘rent "is replaced by ‘ housing’ the data refer to all the fam- 
ilies comprised by the respective group, and include families buying or 
owning their houses, and even some who paid neither rent nor rates.? 
(b) Clothing. 

The steepest rise in outlay occurred in the group ‘ clothing,’ as wi 
be seen in Tables III and V. Yet it must +e pe actor sae ae 


1 Including rates. 


e 


* This was the case with two out of the 226 families. . 
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TaBLE V. Expenditure of Earnings of 114 Families. 
Papepenenecd Families 8 Changed Families 71 New Fam.* 


943 ' 1944 1943 » 1944 1944 
per ‘Man’ per Week per ‘Man’ per Week p. ‘Man’ p. wk 
Food 14/04 13/114 ig fia ls 12/84 14/74 
Housing 3/10 3/9 4/- 3/113 4/5 
Clothing — 1/114 3/64 1/7} 2/64 2/6% 
Fuel & Light 2/14 2/1 1/8 2/04 2/74 
Miscellaneous 7/14 THAME 6/112 7/62 8/54 
ce ee ne eee ee ee OA) TE We OV ie Oe 
Total House- 
hold 29/04 31/22 26/2 28/94 32/74 
Savings 6 1/1 32 3 62 
Unspecified 7/72 hie 3/5 9/73 7/04 
Total Income 37/23 39/102 29/102 38/84 40/22 


Relative Expenditure of Income. 


Food 482 37:6 44.7% 35.0 45.5 39.8 44.1 32.8 44.7 363 
Housing See LOss 22.0 94g 15 3) 613.45 13.8:0 10,35" 13.5. eaeO, 
Clothing — 6.8 Ss He ab Uy 3.5. OL ays) 8°35 0.5 7.9 6.4 
Fuel & Light 7.4 Lyf 6.7 S22) 104 95167 10: 5.2 8.0 64 
Miscellaneous 244 749.1 25:4 19.9" 267° 23:45 26:3) 1916 725.9% 21:0 
Total House- 

hold 100.0 78.0 100.0 78.3 100.0 87.5 100.00 74.4 100.0 81.1 
Savings a Es) 20 aN 0.7 1.4 
Unspecified 20.5 19.0 11.4 24.9 17.5 
Total Income 100.0 100.0 100.0 100.0 100.0 

Per Family per Week. 

Total Income 129/63 142/04 130/74 162/9 125/6 
Hausing — 13/44 13/42 17/6 16/82 13/9 © 
Fuel & Light 7/54 7/42 7/34 "8/6 8/12 


*Including Unchanged and Changed families that did not state their total income 
in 1943. 


TaBLe VI. Structure of 114 Families in Table V. 
45 Unchanged Families 8 Changed Families 71 New Fam.f 


1943 1944 1943 1944 1944 
per Family per Family per Family 
Earners, 18 & 
over 

Male 0.97 0.97 Ss 1.00 0.85 

Female* 0.40 0.34 0.38 0.38 0.30 
Earners, 16-18 

Male 0.06 0.09 0.13 — 0.08 

Female 0.14 0.14 0.13 0.38 0.14 
Earners, under 

16 0.09 0.23 0.25 0.13 0.13 
Adult Non- 

Earners 0.74 0.80 0.98 0.73 0.77 
Dep. Children PRA 2.00 2.38 2.63 1.76 
Total No. in ’ 

Family 4.57 4.57 5.38 5.29 4.03 
‘Man’ Value 
per Person 0.76 0.78 0.81 0.80 0.77 


*Including housewives receiving army allowances. ; ; 
+Including Unchanged and Changed families that did not state their total income 
in 1943. 
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figure is in any way representative for the families’ total consumption 
of clothing. In many cases it was explicitly stated that the earners 
always buy their own clothing and, also, pay for the repairs of their 
shoes, while in other instances it was explained that all the money not 
needed for current expenses was put by and used to purchase whatever 
was required of clothing, household articles, etc. However, there were 
apparently on the average more coupons available in June 1944 than 
had been in July 1943, and the increase in outlay seems to be mainly or 
wholly due to this. 

(c) Fuel. 

The outlay on fuel is set out in some detail in Table VII. It will be 
noticed that the outlay per family has‘risen, for the unchanged as well 
as the changed families, by round 10 per cent, while the outlay on gas 
alone increased by over 14 per cent for the unchanged families, and by - 
over 22 per cent for the changed families. During the same period, 
the Ministry of Labour index showed a rise in the total cost of fuel of 
about 4.7 per cent, and for gas alone of 1-per cent. For coal, however, 
the Ministry of Labour index went up by 5.5 per cent, while the families 
that kept budgets for us only spent about 2.5 per cent more in 1944 
than in 1943, It thus seems as though they partly replaced coal by 
more expensive fuel, vzz., gas and electricity. 


TaBLe VII. 
Weekly Family Expenditure on Fuel and Light. : 
Group of Total Fuel & Light Coal Gas Electricity Other * 
Families Outlay Index Outlay Outlay Outlay Outlay 
Unchanged (84) 
1943 7/34 100.0 3/10 1/102 1/2} 44 
1944 8/- 109.7 3/11 yet Ze 1/5} 5? 
Changed (33) 
1943 7/74 700.0 3/112 1/8} 1/74 33 
1944 8/44 110.1 4/1 2/02 1/114 3} 
All Fam. (226) 8/2 a 4/2 2/14 1/54 5 


*Including firewood, paraffin, matches, etc. 


(d) Miscellaneous. 

The outlay on drink, tobacco, newspapers, amusements, insurances 
and clubs, is analysed in Table VIII. ‘ Insurances’ do not here include 
compulsory insurances, nor ‘ clubs’ such for specific purposes, e.g., the 
purchase of clothes, fuel, or household goods. Since all the items in 
Table VIII are partly paid for directly by the earners, out of their 
pocket money, we do not know the total outlay on them. We have, 
however, divided the families into those that revealed their full earnings 
and those that only accounted for their household expenditure, and 
have then calculated the average figures of expenditure for these two 
groups, side by side with the average figures for the families in each 
group that actually stated an outlay on these items. This, together 
with the percentage figures of the ‘ Families Buying,’ gives us at least 
some idea of the actual eutlay, although expenditure on drink is very 


1 BULLENN, Vol. 6, Ne. 13 P. Ady, The Statisti ; 
Rationing. of y atistical Background of Clothes 


TABLE VIII. 


' Expenditure on Miscellaneous Items out of Housekeeping M oney. 


Families Stating Income Fams. Stating Household Outlay 
Only 
(114 Families=100%) (112 Families=100%) 
Families Weekly Outlay per Families Weekly Outlay per 
Buying Family Buying Family 
as % Actually Av. of as % Actually Av. of 
of whole Buying whole of whole Buying Whole 
Group Grioup Group Group 
Drink 44 2/4 1/0} 38 2/5 -/11 
Tobacco 69 8/2 5/8 49 8/6 4/24 
Newspapers 97 1/5 1/44 92 1/3} 1/2 
Amusements 15 3/34 2/52 61 3/10} 2/44 
Insurance and 
Clubs* 98 5/24 5/1} 95 4/12 SYR UE « 
Total Outlay 20/5 15/72 20/3 12/74 


* Excluding compulsory insurances and ‘ clubs ’ for specific purchases, viz. clothing’ 
coal, furniture, etc. 


much underweighted, since no expenditure on it away from home is 
included. Outlay on tobacco and amusements, too, is incomplete, and 
frequently only represents the consumption of the housewife and the 
non-earners. The totals in Table VIII under the heading ‘ Weekly 
Outlay per Family actually Buying’ should not be misunderstood : 
as they stand, they are purely ficticious figures, summing up the average 
expenditure on each of the five items of different families. It did, of 
course, frequently happen that a family stated their expenditure on 
several or even all of them ; but the percentage figures of the ‘ Families 
Buying’ indicate clearly that in many cases that was not so. Never- 
theless, the agreement between the corresponding totals of the two 
groups of families is striking, although to try and interpret its meaning— 
if any—would require a far more detailed investigation into the ex- 
penditure on these items than we are able to undertake. 


(e) Instalments. 

In June 1943, 39 out of the 208 families that kept accounts paid in- 
stalments, 27 of them for various household goods and musical instru- 
ments, one for books, and another for a gravestone. Their average 
outlay on these items was 5 shillings 8} pence per family per week. In 
June 1944, only 17 families out of 226 were buying goods other than 
clothing on instalments. Their payments amounted on the average to 
8 shillings 14 pence per family per week. This relatively high outlay reflects 
the fact that wireless sets, electric and gas stoves, coppers, etc., that 
could be purchased for a few shillings weekly, are now almost unobtain- 
able. Only one of the seventeen families was buying a wireless set, at 
3 shillings 3 pence per week. Three families paid for bedding and linen, 
and 13 families for furniture. Of these latter, only six paid instalments 
above 5 shillings a week ; between them, these six families accounted 
for 68 per cent of all the instalments paid, with an average outlay per 
family of 15 shillings 8 pence. 
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(6) EXPENDITURE ON FooD IN RELATION TO ToTAL EXPENDITURE AND 
INCOME. 


(a) The Range of Food Expenditure. 

Of the three main groups of household expenditure regarding which 
full information is supplied in our budgets (food, rent, and fuel and 
light), the food group requires the fullest study. We propose to deal 
in this-first part of our paper only with the expenditure on food 
in relation to other household expenditure and earnings, leaving 
the more detailed analysis of the outlay on food and the nutritional 
intake obtained to be dealt with separately ina second part. The 
outlay on food per ‘man’ per week for 221 out of the 226 families 
is pictured in Diagram A. The five families with the highest food 
expenditure! have been omitted in our representation in order to keep 
the shape of the Diagram within convenient limits ; these five families 
comprise 13 persons, so that the actual number of persons represented 
in Diagram A is 1,051. The two curves, the one referring to percentages 


% 
%0 
omnes Families 
TP mem wes Persons 
$0 
5% # {353 Families 
7) 
e : i. ‘ ‘ e 
Pence: 100 120 12/2d Ros 16/3 220 240 260 


Expenditure on Food per ‘Man’ per Week 


D1aGRAM A.—CUMULATIVE FREQUENCY CURVES OF FAMILIES AND 
PERSONS IN RELATION TO THEIR EXPENDITURE ON Foop. 


of families, the other to percentages of persons have been slightly smoothed 
by plotting averages of groups of five families. Median and quartiles 
refer to the full number of families and persons of our sample (226 and 
1,064 respectively). In 1943, the central group of 50 per cent of the 
(208) families lay between 11 shillings 8} pence and 15 shillings 114 
pence per ‘ man ’ per week ; this year, the corresponding central group— 
113 families—spent between 12 shillings 2 pence and 16 shillings 3 pence; 
thus, the lower limit has gone up by more than the upper limit. This 


1 From 22/03 to 28/8} per ‘man’ per week ; average 23/11}. 
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Shift is brought out even more strongly if we consider the central 50 
per cent of the persons, for whom expenditure on food per ‘.man ’ per 
week ranged, in 1943, between 11 shillings and 15 shillings 63 pence, 
and in 1944, between 11 shillings 9 pence and 15 shillings 7 pence. It 
thus appears that there were relatively fewer people dependent on a 
very low expenditure on food in 1944 than in 1943. In 1943 as well as 
in 1944, the median of the families coincided with the average expendi- 
ture on food per ‘ man’ ;! in 1943, it was 13 shillings 5} pence, and in 
1944, 13 shillings 10} pence. 


(b) Expenditure on Food and Income. ' 

The outlay on food of a family is, of course, largely determined by 
the total family income on the one hand, and total outlay on non-food 
items on the other. With respect to this latter limiting influence, the 
amount retained by the earners. as their pocket money plays often a 
very important réle. We can, therefore, only hope to obtain a satis- 
factory picture of the actual and potential outlay on food if we consider 
it in conjunction with the total family income. This is done in 
Diagram B, where the horizontal measures expenditure on food per 
‘man’ as a percentage of the family income per ‘ man,’ and the vertical 
the actual outlay on food per ‘ man’ per week in pence and shillings. 
No special importance is here attached to ratios ; the logarithmic scale . 
~ was chosen for the vertical merely as a means of giving a clear picture 
of the scatter within the smallest possible space. The averages shown 
in Diagram B—14 shillings 9} pence and 37.3 per cent—are unweighted ; 
they were obtained from the totals of food expenditure per ‘man’ and 
the corresponding percentages, of the 114 families that stated their 
income, irrespective of their numbers and ‘ man’ values.? 

One might have expected a negative correlation between the absolute 
and the percentage figures. Had it been found to exist it would have 
been an indication that our sample is not homogeneous, since it splits up 
into fundamentally different income strata. But no correlation exists, 
the somewhat larger number—61 families— in the two quadrants that 
would yield a negative correlation (absolute expenditure above the 
average and relative expenditure below, and vice versa) being counter- 
balanced by the general pattern of the scatter. 

There were eight families with an expenditure on food per ‘ man’ per 
week of less than 11 shillings. The expenditure on food of these families 
in relation to earnings and rent is given in Table IX. In column 4 of 
that Table we have shown what would be the food expenditure of these 
families if they spent on it the average proportion of earnings as shown 
in Diagram B, viz. 37.3 per cent. It then appears that in only four 
cases a low food expenditure is connected with low earnings per ‘ man.’ 


_ ? Obtained by adding up the weekly food expenditure of all the families and dividing 
it by the total number of ‘ men.’ 

* Families larger than the average—3.33 ‘ men ’—are, therefore, underweighted, 
and those smaller than this, overweighted, as compared with the computation of the 
absolute and relative figures of food expendture for 1944 in Table V. On the basis 
of those figures, the absolute outlay on food per ‘man’ per week of the 114 families 
was 14/24, and the relative outlay 35.6 per cent of total income. 


* Implying fundamentally different expenditure habi 
4y= 10:012. y Pp ure habits. 
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TaBLe IX. 
Eight Families with Low Expenditure on Food. 


No. of ; Food Food Rent Remarks Garden or 
Pers. ‘Men’ p.‘Man’ Assum- p.Fam. (Amounts given p. Fam. Allotment 
p. Week ed p. Wk. p. Week) Produce 
BYES A 
of Earn- 
ings 
* os 7 32/- clothing 15 eggs 
AS Sp 868.55 17] 6/54 9/ 34/7 not accounted for 23 
SoA 05. 9/52 9/82 12/6 18/6 tobacco Vegetables 
8 6.55 9/84 13/02 10/10 15/6 tobacco _ 
ate 10/24 14/8 20/- 9/- tobacco — 
sie a 10/54 14/5 16/10 15/- savings Vegetables 
4h" 3:25 10/74 10/34 9/6 — oa 
6 4.63 10/94 8/9 11/9 — Vegetables 
4 3.55 10/10 23/13  15/- poi sayings a 


102/- not accounted for -— 


* All the children have free meals and milk at school. 


TABLE X. 
Expenditure on Food Compared with Other Household Expenditure. 
‘1944 - 1943 1944 
Outlayon | Number of Number of “Man’ Outlay Totai Outlay 
Food | Fam- Persons |Families Persons Value on Food Hous’ld on Rent 
iltes Outlay * 
per ‘Man’ per per per per excl. per 
per Week Family Family Person ‘Man’ Housing Family 
per p. ‘Man’ p. Week 
Week p. Week 
Under 9s 3 6.6 4 7.8 0.75 7/114 13/44 11/4 
9s—10s 12 6.7 6 os] 0.78 9/7 18/3 10/2} 
10s—1is 20 6.5 12 6.4 0.74 10/8 18/114 12/9} 
11s—12s 23 5.1 27 Dell 0.77 11/54 19/113 13/34 
12s—13s 29 4.7 36 byes 0.78 12/6 23/14 913/44 
13s—14s 28 4.4 29 4.4 0.79 13/5 25/24 11/6 
14s—15s 14 4.0 25 4.8 0.78 14/53 25/64 13/24 
15s—16s 26 4.0 23 4.3 0.76 15/54 28/10% 14/02 
16s—17s 78 4.1 24 4.1 0.77 16/6 29/72 11/8 
17s—18s 9 4.0 11 3.5 0.76 17/54 31/14 13/62 
18s—19s 6 3.7 13 3:5 0.76 18/54 38/54 16/72 
19s—20s 8 3.8 8 3.6 0.74 19/7 — 36/0 14/11} 
20s—22s 4 3.0 3 4.0 0.78 21/03 37/6 Ney 
22s & over 6 2.8 5 2.6 0.85 23/114 47/134 14/3 
oh Sets) aes | es 
Total | 208 4.7 226 4.7 0.77. 13/103 25/44 13/341 


** Including outlay on food. ; ; : ; 

+ Excluding 22 families living rent free or purchasing their houses, in the following 
food expenditure groups: 11s.—12s., 4 families; 12s.—13s., 6 families; 13s —14s. 
3 families; 14s.—15s., 3 families; 15s.—16s., 1 family; 16s.—17s., 2 families ;. 
17s.—18s. 1 family ; 19s.—20s., 2 families. 

t Average of a total of 204 families. 
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The entries in Table IX under ‘ Remarks ’ are intended as an indication 
of how’some of the more elastic expenditure was allotted ; expenditure 
on tobacco is stated only in those instances where it was rather large. 
(c) Expenditure on Food and Other Household Expenditure. 

The outlay on food in relation to total household expenditure and 
rent will be found in Table X. As should be expected, there was a general 
tendency for expenditure on food to rise together with expenditure on 
non-food items. This tendency is not very clearly marked in the case 
of rent, which, for obvious reasons, is little affected by war-time changes 
in income; but it stands out quite distinctly in the column headed 
‘ Total Household Outlay,’ although if we deduct from these figures the 
outlay on food, the upward trend proceeds more haltingly and shows 
itself liable to fluctuations. The highest outlay on non-food items 
excluding housing appears in the highest food expenditure group, of 
22 shillings and over per ‘ man’ per week, but the next highest outlay 
is found in the group with an average expenditure of 5 shillings 6 pence 
less (18 shillings 54 pence, as compared with 23 shillings 114 pence). 
It should, however, be noted that each of these groups only includes six 
families. 

* * * * * 

It seems from this survey of household expenditure and income that, 
from 1943 to 1944, both income and household expenditure excluding 
food and rent, have tended to rise more than expenditure on food. How 
this expenditure on food has changed in individual cases, and what, in 
general, the families obtained for it, will be discussed in a subsequent 
paper. 

“t.. SCHULZ. 


ANGLO-EGYPTIAN CURRENCY RELATIONS. 


The White Paper on ‘Egyptian Foreign Exchange Requirements for 
1945’! adopts a threefold classification of the world’s currencies: ‘hard’ 
currencies ; ‘easy’ currencies ; and sterling area currencies. The latter 
two are also jointly referred to as ‘non-hard’ currencies. 

THREE GROUPS. 

(a) Hard Currencies. ‘ There remains at the present time,’ says the 
Introduction to the White Paper, ‘a shortage of certain currencies, 
perhaps the most important of these being United States Dollars, 
Canadian Dollars, Swiss Francs, Swedish Kronor, and Portuguese 
Escudos. It is therefore necessary for Egypt, in common with the rest 
of the Sterling Area, to continue to limit imports which have to be paid 
for in these currencies.’ -s 

(6) Easy Currencies. No such shortage exists, or is expected to exist, 
with regard to a number of other foreign currencies, notably those of 
Central and South America and of liberated Europe. 


1 Correspondence between His Majesty’s Government in the United Kingdom and the 


Egyptian Government concerning Egyptian Foreign Exch ¢ 
(Cmd. 6582), & Egyp oreign Exchange Requirements for 1945 
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(c) Sterling Area Currencies. The arrangements of foreign exchange 
pooling which exist within the Sterling Area will be continued, with 
the result that difficulties of making payments within the area are ruled 
out. At present, the Sterling Area is largely co-extensive with the 
British Commonwealth of Nations, except for the exclusion, on the one 
hand, of Canada, Newfoundland, and Hong Kong, and the inclusion, on 
the other hand, of Egypt, Iraq and, it appears, Iceland. Most of the 
non-British members of the pre-war Sterling Group—such as Sweden 
Norway, Denmark, Finland, Estonia, Latvia, and Portugal—severed 
their link with sterling upon the 14 per cent depreciation of the pound at 
the outbreak of war and adopted, instead, a fixed relationship with the 
U.S. dollar. The Belgian Congo and the Free French Colonies were 
virtual members of the group from 1940 but ceased to be so after the 
liberation of the metropolitan countries. : 


THE NEw AGREEMENT. 


During recent years practically all imports into Egypt were handled 
by the Middle East Supply Centre. Some goods in critically short 
supply will continue to be ‘ programmed’ by the M.E.S.C. in 1945 ; 
“ but a larger list of goods is being freed from such controls this year ’ and 
can now be imported into Egypt through the normal channels of trade. 
The principal purpose of the new agreement is to set a target for Egypt’s 
requirements of ‘ hard’ currencies. The total agreed upon is approxi- 
mately £E 15 million,t which is made up as follows :— 


1. Visible Imports about £E 7.3 mil. 
2. Reserve margin Oe 
3. Invisible Imports le 9 
4. Special Provision for non-recurrent wheat imports . 3: Ome 
5. Special Provision for fertiliser imports (if they can be 
arranged) 2 Ones 
Total £E 14.8 mil. 


If the full amount of items 3, 4, and 5 is not expended on the objects 
named, the balance cannot be devoted to general imports, ‘but will 
represent a saving in foreign exchange.’ It is recognised that the size 
of the ‘invisible’ item is not exactly determinable and is to some extent 
outside the control of the Egyptian Government, and the target may 
therefore be increased if required. If prices in the U.S.A. (as shown by 
the U.S. Bureau of Labour wholesale price index) should rise by more 
than 10 per cent, Egypt will be entitled’to ask for an upward revision of 
the target figure. The same will apply if major items now scheduled 
to be imported from ‘ non-hard’ currency areas should prove to be 
unobtainable or obtainable only at prices more than 10 per cent in © 
excess of those ruling in the hard currency area. This last provision 
safeguards Egypt’against price exploitation. “It is probably the first 
provision of the kind, and it is of interest as indicating the degree in 
which it is felt to be not unreasonable in a world of hard and non-hard 
‘currencies to subordinate considerations of price advantage to that of 
availability of exchange. wet 

Egyptian expenditure in the easy currency area is not subject to any 


1 {E 1.—.— is equal to about £ 1.—.6d. 
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specific limit. But it is ‘ understood that this latitude will apply only 
to imports of the real needs of Egypt and that other remittances to 
these non-sterling area countries will be dealt with under the general 
foreign exchange regulations.’ : 

Expenditure within the Sterling Area, on the other hand, is entirely 
free, although, of course, the decisive limiting factor is the availability 
of supplies and of shipping. Even capital transfers, including the 
acquisition of property inside the Sterling Area, require no special 
permit from the Egyptian Exchange Control authorities. 

While the freedom of making payments is therefore complete within 
the Sterling Area, it is limited to ‘ current account ’ payments as far as 
the easy currency area is concerned, and it is limited to a pre-arranged 
‘target ’ in the case of the hard currency area. The Egyptian Minister 
of Finance has placed on record his opinion that the new arrangement 
must not be held to ‘ prejudice the right of the Egyptian Government 
to adhere to any such international convention as that of Bretton 
Woods.’ It is to be hoped that no international convention will destroy 
the coherence of the Sterling Area, to which the President of the National 
Bank of Egypt referred some months ago in the following words :— 


_ ‘ We in Egypt have reason to look back on our experience over 
several decades with every satisfaction. The link with the sterling 
pound has given us the inestimable benefit of exchange stability 
with our most important customer, the British Commonwealth, and 
the fixed ratio which has been established for so long has been of 
mutual value. The regional unification of currency and credit 
policy between neighbouring -countries would have obvious ad- 
vantages, and the monetary agreement recently signed in London 
between the Belgian and Dutch Governments is an interesting 
development. Regional arrangements of this kind could naturally 

- be integrated as part of currency plans on a fully international 
basis.’ 


Eayrt’s STERLING BALANCES. 

_~ War conditions have enabled Egypt not only to repatriate the major 
part of her sterling debt but also to accumulate large sterling balances in 
London. The Egyptian delegation at Bretton Woods in July 1944 
gave the size of these balances as about £250 million. Later estimates 
put it at about £300 million.1 Only about one-third of this sum 
appears to be owned by the National Bank of Egypt, being held as 
‘ cover’ for the greatly expanded internal note issue. The rest stands 
to the credit of banks, firms, and private persons. 

How precisely this sterling balance has come into being is not pub- 
licly known. A part of it probably represents the favourable balance 
of Egypt’s visible trade with the United Kingdom which amounted to 
only a few million pounds in normal times, but may have increased 
considerably since 1943 when U.K. exports to Egypt were curtailed by 
almost 50 per cent. Egypt’s visible trade with other countries showed 
an adverse balance certainly up to 1943. The bulk of her London 
assets were undoubtedly acquired as a result of what the president of 


1cf. Manchester Guardian, 6th Sept. 1944. 
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the Bank of Egypt called ‘ the unceasing flow of funds disbursed locally 
by, the Allied Forces.’ j 

Egypt's sterling balances, therefore, represent very largely, if not 
exclusively, the counterpart of Egyptian goods and services rendered to 
Allied troops and personnel in Egypt and have been inflated by the 
rapid internal rise of prices during the war years. The official cost-of- 
living index has practically trebled, although it comprises only a limited 
group of primary necessities. It is known that other prices have risen 
substantially more. Owing to the fixed rate of exchange with the pound 
internal inflation was not accompanied by external devaluation and thus 
became fully reflected in the size of the balances now piled up in London. 
It is not unfair to say that, had the Egyptian Government been more 
successful in curbing internal inflation, Egypt’s sterling claim against 
the U.K. at the present time might be nearer £150 million than the 
actual £300 million. 

At this level, and after allowing for a 50 per cent increase in world 
prices, the sterling credit is equal in value to nearly six years of normal 
Egyptian imports from all sources, or to nearly twenty-five years of 
normal Egyptian imports from the United Kingdom. If two-thirds of 
it were funded (or invested in the U.K.) at an average rate of interest 
of 3 per cent and amortised over 25 years, leaving one-third unfunded 
as representing a ‘normal’ liquid currency reserve, the yearly payment 
due from the U.K. to Egypt would amount to about £12 million, equal 
in value (again allowing for a 50 per cent rise in world prices) to about 
one-quarter of Egypt’s pre-war imports and to the whole of her yearly 
imports from the U.K. These figures throw into relief the magnitude 
of the problem created by these balances. Their repayment will be 
possiblé not merely if Egypt’s imports expand substantially, but only 
if her imports expand very much faster than herexports. If the funding 
or investment of these balances were entirely avoided (which might be 
difficult as far as the balances are privately owned) so that the average 
rate of interest payable on them were kept down to (say) 1 per cent, the 
yearly payment required for interest on the whole amount and for 
amortisation of two-thirds of it over 25 years would still amount to more 
than £10 million. 

These calculations are not made with the intention of suggesting any 
particular plan of repayment. But it may be of interest to inquire 
into the economic conditions which would have to exist, or would have 
to be created, to make repayment possible. It is clear that Egypt 
will reduce her creditor position only to the extent that she achieves 
an import surplus larger than her receipts on account of interest, and 
that Britain will reduce her debtor position only to the extent that she 
achieves an export surplus larger than her interest payments. Diffi- 
culties may arise in three ways :— 

(1) the ‘ bottleneck ’ may be Britain’s ability to supply goods, or 

(2) it may be Egypt’s ability to absorb imports surpluses, or, 

(3) even assuming that Britain can deliver and Egypt can absorb, 
Egypt may demand goods not procurable in Britain, and the 
Egyptian import surplus may be matched by an export surplus of 
a country other than the United Kingdom. 
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It is very probable that Britain will be unable to achieve an export 
surplus during the next few years when Egypt’s capacity to absorb will 
be relatively large, and that the bottleneck will lie in Egypt during a 
later period when Britain’s capacity to produce enough for the attain- 
ment of export surpluses will have been recreated. It is possible, 
furthermore, that, in the absence of special trade planning, additional 
import demand by Egypt will not—directly or indirectly—flow to the 
United Kingdom. 

It needs no special emphasis that Britain’s capacity to produce not 
merely for export but for an export surplus will be severely limited until 
the end of the Japanese war and during a further period required for 
re-equipment and essential reconstruction. Obviously, the debt to 
Egypt cannot be given preferential treatment over other debts, the 
total of which may still rise very considerably over the present (esti- 
mated) level of about £3,000 million (excluding the amount of sterling 
balances normally held in London before the war). Thus it is clear that 
the limiting factor for, say, three or four years from now will be Britain’s 
capacity to produce. It is in these years that Egypt’s capacity to 
absorb additional imports will be greatest. But will it continue to be 
great enough thereafier? This is a more complicated question. 


Ecypt’s CaPAciIty TO IMPORT. 

If Egypt wanted to liquidate her London assets, she would have to 
attain an import surplus of the dimensions indicated above. This is 
unlikely to be achieved over a lengthy period of time, unless total 
expenditure within Egypt is kept at a rate exceeding that required to 
absorb total production at home. Additional internal expenditure 
could be either on investment or on consumption, or both. Te deter- 
mine whether it is likely to be on the one or the other, it is necessary to 
ask who are the ultimate owners of Egypt’s sterling balances. 

The failure of the Egyptian Government to avoid a large measure of 
internal inflation has, from all accounts, accentuated the inequality of 
internal income distribution. Wages have not been able to keep in step 
with the rise in the cost of living. As the president of the National 
Bank of Egypt put it— 


‘In this country we have not suffered the devastation of war and, 
notwithstanding the hardships inflicted on the poorer classes of the 
population by the continuous rise in the price level, numerous 
branches of commerce and industry have prospered, while economic 
activity has been stimulated to a degree never before experienced. 
The transient nature of some of this prosperity should not, how- 
ever, escape us, and the problems to be faced in the post-war 
period may well prove more difficult of solution than would have 
been the case had remedies been taken earlier to check profiteering 
and speculation.’ 


As a result, only a limited class of traders, industrialists, farmers 
‘profiteers and speculators’ has accumulated war savings,—the 
internal savings which are the counterpart of the external savings 
represented by Egypt’s assets in London. The ‘pent-up’ demand left 
over by wartime shortages will consequently be backed by purchas- 
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ing power only in the case of a limited group of rich persons. It is 
probable that this non-recurrent demand will have become satisfied 
before Britain will be ready to produce for export surpluses. 

_If Egypt, asa nation, is to dis-save abroad, individual Egyptians must 
either themselves dis-save (i.e. spend beyond their current income) or 
they must exchange their foreign assets into internal assets. If it is 
true that it is mainly the wealthier classes who: have accumulated war 
Savings, it can be assumed that little dis-saving will take place among 
them. The additional internal expenditure required to ‘make room’ 
for import surpluses would therefore mainly take the form of expendi- 
ture on investment. If private investment projects are financed by the 
owners of war savings, the effect is the exchange of an external claim 
into an internal capital asset. If public investment projects are 
financed by the Egyptian Government out of borrowings, the effect is 
the exchange of a claim on London into a claim on the Egyptian Govern- 
ment. Could Egypt be expected to attain a rate of internal investment 
substantially in excess of current savings at home? The bottleneck 
here would be found, not in the‘ real needs ’ of Egypt, but in the entre- 
preneurial, managerial, and engineering talent on which she can draw. 
Great dams and irrigation works may require capital running into 
millions of pounds, which is a small amount as compared with the 
annual interest and amortisation payments Egypt would be able to 
claim from Britain. Nor does a project costing (say) five million pounds 
(and taking several years to complete) necessarily create an additional 
import demand for £5 million, unless all wages are ultimately expended 
on imported consumers’ goods and all profits re-invested at home. The 
quota of the cost of imported capital equipment in total cost is seldom 
more than 10—20 per cent. It may be higher with general factory 
equipment, but it is difficult to imagine that annual expenditure on 
such equipment could reach anything approaching the sum of ten or 
fourteen million pounds in the near future. To illustrate the order of 
magnitude which applies to these matters in Egypt it may be men- 
tioned that total U.S. direct investments in Egypt amounted to about 
£1.5 million by December 1930; that all British long-term capital 
invested in ‘ Non-British Africa’ (incl. Egypt) at the end of 1930, which 
includes loans to Governments and municipalities, amounted to only 
£29 million ; and that all American investments in the whole of Africa 
never exceeded something like £40 million. In short, the notion that 
Egypt could, as a result of internal investment projects, absorb import 
surpluses on a scale that would lead to a speedy liquidation of her 
London sterling balances must be considered somewhat fanciful. 

It might be suggested that Egypt, being still a very poor country, 
might use her foreign claims largely, if not wholly, for the purposes of 
consumption. Any increase in the purchasing power of the poorer 
sections of the population, it might be argued, would quickly set up a 
demand for goods which internal resources could not fully satisfy and 
which would therefore give rise to import surpluses. Such a policy, if 
con ‘dered desirable, is certainly feasible. An increase in popular 
purchasing power can be obtained in two ways: (a) by a reduction of 
indirect taxation leading to a budget deficit, or (6) by recasting the 
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structure of taxation to relieve the poor and burden the rich. The 
former course, however, may have dangerous implications for a country 
so recently emancipated from unsound habits of financial profligacy, 
and the latter would meet considerable political opposition. ; 

The conclusion is that the liquidation of Egypt’s creditor position 
even over a lengthy period like 25 years would pre-suppose the adoption 
of a long-term plan for economic development, based on the most rapid 
industrialisation of which the relevant strata of the Egyptian population 
are capable and coupled with a substantial redistribution of income at 
home through fiscal means. The present urgency of Egypt’s import 
demand is a temporary phenomenon that will have spent itself before 
the supply bottleneck on the British side will have been fully removed. 
Thereafter, the bottleneck will lie mainly in Egypt’s capacity to absorb 
import surpluses. 

While the emergence of an Egyptian import surplus is the pre-condi- 
tion for the liquidation of Egypt’s creditor position, it is not by itself a 
sufficient condition for the liquidation of Britain’s debtor position. An 
Egyptian import surplus may, or may not, be accompanied by an 
export surplus for the United Kingdom. The steps that might have to 
be taken to overcome this difficulty cannot be discussed here. But it 
seems certain that any general plan of development adopted by Egypt 
might easily aggravate rather than decrease the disequilibrium created 
by Britain’s abnormal sterling debts, unless this difficulty is taken into 
account. 

The general conclusion to which our argument points is that the 
problem of these abnormal balances is likely to stay with Britain for a 
long time to come. Even if there is little danger in the long run of 
Egypt demanding sudden substantial repayments for the purpose of 
paying for her imports, there will remain for a long time the danger of 
Egypt demanding hard currency, not for the purposes of trade, but for 
purposes of investing her war savings in a fully convertible currency. 
And there also remains the danger that repayments demanded for pur- 
_ poses of trade will involve Britain in a serious shortage of hard curren- 

cies. It is difficult to see that the present method of ‘ programming ’ 
- Egypt’s hard currency requirements could be discontinued within a few 
years, unless, indeed, the abnormal war balances are to be completely 
blocked. The existing Sterling Area arrangements at least give to 
Britain’s sterling creditors the right of free convertibility within the 
area. It is in the interest of both Britain and her sterling creditors that 
this freedom should be preserved under any international convention 
that might be concluded. 

E. F. SCHUMACHER. 


